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170 years-
of Siemens
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Global presence
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SIEMENS
Iv\g,ehuffyfor&‘fa

Americas
Revenue €23.5 billion 28%
Employees 76,000 20%
Germany
Revenue €11.1 billion 13%
Employees 118,000 31%

Europe (excluding Germany), CIS, Africa,

Middle East

Revenue €32.2 billion 39%
Employees 113,000 30%
Asia, Australia

Revenue €16.2 billion 19%
Employees 70,000 19%

Energy
Revenue Siemens Gamesa Renewable
42% Energy
Power and Gas
Power Generation Services
Energy Management
Industry
Revenue Building Technologies
42% Mobility
Digital Factory
Process Industries and Drives
Healthcare
Revenue Siemens Healthineers
16%



Vision 2020 SIEMENS
Change of mindset, behavior & strategy to drive success lngenuity for Life

Governance
Optimization

Employer of Portfolio
Choice || ”l,, ‘ Rationalization

Ownershi I'
CuItureT
gl

Customer Intense
Centricity Financial Focus
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SIEMENS
Iv\g,ev\uifyfor&'fe_

How can HR support
these changes?

PPPPP



Why do we need a new approach? SIEMENS

Iug,(w\ui\ly for Ufe.

Yesterday Tomorrow

The old system doesn‘t fit our needs today — and won’t do so in the future.
We need to embrace a new approach to help us fulfill our Vision.
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Historically, we embraced a traditional global grading structure: SIEMENS

“GPLs” (global position levels) lngenuity for life
A good idea (?) that turned into a hub for processes, rules and regulations

= +/- 40 Rigidly linked to various entitlements:

- Pay Bands
« Annual STI target %
Senior :
- « Annual Equity Grants
Management . : .
= +/- 4.500 « Pension contributions

» Office space
_==r « Car
= +/- 22,000 « Parking
» Travel benefits
Below PL5 = +/- 340,000  Invitation to Global Leadership Meeting
« etc.
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The time and effort we spent on position evaluation —was it worth it 7 SIEMENS
Iv\g,ev\uifyfor&'fe_

« Highly complex, matrixed organization
$6.1M creates difficulties in understanding
$120M influence scope/volume

HR
Partners

« Continually evolving organization — non-

Business n . :
stop mergers/acqusitions/ divestitures

Leaders
* Frequent reorgs - both in regions and

within businesses
e « No consistent understanding of job

Consult

S responsibilities on all sides
« Zero appetite for downgrades

Estimated cost over 5 year period: Result:
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“Revamp Position Evaluation” — an evolutionary approach SIEMENS

towards simplification and creating more flexibility lngenuity for Life
/Current (Global) Position Levels New “Siemens Levels” \
GPL 1 T A+ Reduced number of levels
() GPL 2 Lf,iiiiiiiiiiiiiiiiiiiiiiiiiiiiii:iiiiiii::f
g GPL 3 By 8 <+ Jobslotting
....¢° - Fasterdecision-making,
business ownership
KDecoupIing \

« Greater Pay Mix flexibility, broader pay bands based on market

» Detach (“de-couple”) programs/policies and benefits from levels,
wherever possible

* Reinforce that Siemens Levels are not a career badge
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http://www.google.nl/url?sa=i&rct=j&q=&esrc=s&source=imgres&cd=&cad=rja&uact=8&ved=0ahUKEwji3uOImKvQAhXChSwKHaCgBn8QjRwIBw&url=http://nl.freepik.com/iconen-gratis/ontkoppelen-symbool_744116.htm&psig=AFQjCNFi_1MEE7EEn8Vf7v-VsSDF3AOqqw&ust=1479313956502821
http://www.google.nl/url?sa=i&rct=j&q=&esrc=s&source=imgres&cd=&cad=rja&uact=8&ved=0ahUKEwji3uOImKvQAhXChSwKHaCgBn8QjRwIBw&url=http://nl.freepik.com/iconen-gratis/ontkoppelen-symbool_744116.htm&psig=AFQjCNFi_1MEE7EEn8Vf7v-VsSDF3AOqqw&ust=1479313956502821

Let‘s play a little game ! SIEMENS
’l/\ ue forUfe.

Consistency across HR programs

'y 4

Convince your CEO: [FiSs
We need to maintain Ease of adminisc” atinn
global grades ’

Flexibility for busines< « .~sactions

because.... (M&A)

\'v

Market competitiveness

Ultimately, people want hierarchy...
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We decided to take our approach much further...
Creating a “level-less” Siemens

Below PL5



Motivations for “Level-less” are sound, but decision represents a SIEMENS
paradigm shift for Siemens lngenuity for Ufe

Opportunities of a “level-less” Siemens are

obvious: But...
Aligns with ownership culture Profound mindset and culture
principles shift for traditional, hierarchical
Siemens

Enhances career flexibility
Reduced transparency
Makes Siemens more competitive

in job market via greater flexibility Market intelligence™ even more

critical

Controlling costs could be
challenging
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Things we heard — (and thought...) SIEMENS
Iug,ev\uf\ly«for&‘fa

Going “level-less” won’t work because it:

...has never been done before

...Will cause inflation of levels and salaries
...WIll result iIn complete organizational chaos
...Is just nuts

But...
Is this indeed the case...?
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We’re solving the puzzle of ‘level-less’ —
step-by-step, piece-by-piece

Vv

Short term
incentives Long term
incentives

Vv

How do we
compare base
salary to
internal and
external market?

How do we decide GI(.)baI. IT
who’s a Senior applications
Manager?

vV V¥
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Adjust recruitment
guide for Senior
Management positions

Nomination criteria global HR
for training and reporting (e.g.,
development Diversity)

programs
v v

SIEMENS
Il/\g«ehuf{y{or(jfg




Important! We will continue to identify a “Senior Management” group SIEMENS
- Based on simple guidance related to both the position and the individual lngenuiby for life

Eliminate complex, centrally governed point factor approach
Replaced by a simple “yes/no” decision - guided by established criteria
Decision by the business, supported by HR

Some degree of global consistency, but with flexibility of interpretation

Related to the position (“WHAT”) Related to the individual (“HOW” )
» Visible and significant impact Based on our “picture of a leader”:
 Decision-making autonomy * Respect

Focus

Initiative and execution

Be bold, decisive and courageous
Siemens matters

Motivate and engage

» Focus on mid-/long-term thinking

« Managing conflicting targets and
uncertainty

» Understanding and influencing
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Important! Improved Market Intelligence is essential SIEMENS

Iv\g,ehuffy for (A"[Q

Market Intelligence = accurately Increased focus on an external
assessing our competitive perspective means more and better

marketplace(s), and reflecting data, as well as subject matter
competitive realities in our program competence to analyze and interpret

A global partnership with an

Center Of Expertise (COE) to provide a external service provider (Mercer)
consistent approach and delivery to supplement our internal

specialized resources

22.05.2018



SIEMENS

Iv\g,a«ui\ly for Ufe_

So... What’s been our

ce to-date?

N
o



Level inflation ......... not yet ! SIEMENS

Cost inflation ...... doesn’t seem to be the case, but maybe a little...? lngenuity for Life
# of Senior Managers (global) Total Target Cash
4,278 4,320 4,323

Y-O-Y Iincrease
=~ +3.5%

(2018 vs. 2017)

"Sep 16 Sep 17 Apr 18
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What our business leaders are saying....... SIEMENS
Iug,ev\ui\‘y'for&fe.

* |nitially, very positive
 Early testimonials (video / live via webcast)
* Overall — “deafening silence”
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What our HR Leaders are saying... SIEMENS
Ihg,ev\uffy-for(/t‘fe

“With the “level-less” approach, levels and reevaluation didn’t matteN
so much — we knew already these were “Senior Management” and

we had the flexibility to determine a fair and competitive pay
package.

-~

“The Corporate Communications team reorganized
recently, and two roles shifted dramatically in the
USA: one role to a broader and deeper Americas

role; the other from a USA role to a global lead role.

We had offers in front of our global and country heads in 1
day. We had approvals on day 2. And on day 3, we pleasantly
surprised our two newly-appointed leaders with the
appointment and the pay package, fully approved and ready to

go.
That is “level-less” success! We have key talent in place, motivated

to achieve great things in their new roles — and all of this was
wssible in a matter of days.” /

o0

In the past, this shift would have been a journey of
data collection, re-evaluation, and likely weeks and
weeks of waiting and back-and-forth
discussions.”

Lengthy
k / alignment

Quick

decision-making
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What our employees are saying...glass (half) full SIEMENS

Iv\g,ev\ui\‘y -for(n}‘z
“One very spontaneous reaction:
“Absolutely fantastic! Brilliant move and one that is modern, Thumbs up, very good!
forward thinki NQg and absolutely right for the fast organization we My appreciation for the courage of you and the board
need to build. Absolutely the right message for me to give to my 500 plus to adjust an already started process and go the road
employees. The best | have heard from HR for years." of some bigger uncertainty (but also much more

system."

e

“Congratulations on your courageous decision to be
leading the trend instead of following the
market. | am convinced that will be more

flexible in selecting and finding the right
candidates for the position, without the GPL
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potential for the future).

RN

“This is the kind of discussion that engages and energizes me.

Particularly for now bold it is at changing the landscape,
and at recognizing that we are moving into uncharted territory, with all the
pitfalls that may come along the way. It is an open invitation, a dare, to be

iInnovative. Fantastic."

e

\



What our employees are saying...glass (half) empty SIEMENS

“In the meantime, a circular has been released to state that the BSAV
(pension) commitment will be frozen on the current %-level for each

individual and all new senior managers will only get 11%. How does
that fit to NOT being a cost-cutting initiative ?

“Level-less can be a great chance for our
competitiveness in VUCA-world. Nevertheless | think

GPL are only one aspect—what are our plans to

flatten our hierarchy? There are still 9-11 levels
between our CEO and a blue-collar"

Iv\g,ev\ui\‘y -for Uft

“The session yesterday was a bit disappointing. No
real news and a lot of open questions. Bei ng
agile is essential in doing software
development but not in implementing new
HR processes of this dimension.'

e
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RN

“In simple terms, we will have to prove every day that we are worth
our compensation. | am pretty sure that putting more
pressure on us is an important objective of level-less. |

do not have any issue with that. | would appreciate, however, if your
communication would clearly address this objective."

/

\



We’ve already achieved several results: SIEMENS
Ihg&huffy-for&}‘t

@ Flexible and simple guidance to support identification/appointment of Senior
A Managers

No longer a “one size fits all” pay structure rigidly based on level, e.g., pay-mix
."" (STI targets) that align more closely with market practice(s)

‘ Stock awards that are more variable/flexible BUT allocation guidance proving
more challenging

(X K
! - - .
Further simplification of annual incentive design
Az

Modifications to local rewards and benefits programs
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What could still go wrong ? SIEMENS
Ihg'ev\uhly-for(/ffa

* Over time, salaries/costs inflate

- Shadow structures

- Managers won’t take ownership

» Our knowledge of positions fades

- M&A makes structure more desirable/necessary
- Employees demand more structure

Page 24 22.05.2018



So what's it going to be ?

Page 25

HBR.ORG ? APRIL20M

Harvard 7
A Playbook for

® Learning from Failure

Amy C. Edmondson
86 Loarning froe Fallure
Former P&G CEO
A.G. Lafley: “I Think of
My Failures as a Gift”

o y
100 Recovering from Fallure
Building Resilience
Martin £.P. Seligman

How To UNDERSTAND IT, ISSUE
LEARN FROM IT, AND
RECOVER FROM IT

22.05.2018

SIEMENS
| lngenuity for Ufe
Harvard — |

.
(LS.
ki /s Erplieyper- Lind
Headds Cais Fomi s

LIS N -

Review :i==

ITS TIHE TO ELOW UP

AND BUILD SOMETHING NEW.
HERE"S HOW
PGE 53

.......the verdict is still out



SIEMENS
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Page 26 22.05.2018



